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Report on Fraud Investigation

Attached is the official report on a misappropriation at Grays Harbor County Fire Protection
District No. 5. On April 19, 2019, the District notified the Office of the Washington State Auditor
of a potential loss of public funds. This notification was submitted to us under the provisions of
state law (RCW 43.09.185).

This report contains the results of our investigation of the former Fire Chief’s unallowable
activities at the District from October 1, 2016 through March 31, 2019. The purpose of our
investigation was to determine if a misappropriation had occurred.

Our investigation was performed under the authority of state law (RCW 43.09.260) and included
procedures we considered necessary under the circumstances.

If you are a member of the media and have questions about this report, please contact Director of
Communications Kathleen Cooper at (564) 999-0800. Otherwise, please contact Special
Investigation Program Manager Stephanie Sullivan at (360) 688-0858.

Gﬁﬁzﬁ%

Pat McCarthy
State Auditor
Olympia, WA

cc: Adam Fulbright, Chief

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster@sao.wa.gov.
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FRAUD INVESTIGATION REPORT

Investigation Summary

On April 19, 2019, the District notified our Office regarding a potential loss of public funds, as
required by state law (RCW 43.09.185). In March 2019, an internal investigation into questionable
reimbursements paid to the Fire Chief led to identifying a large amount of vacation buyouts paid
to the Fire Chief over multiple years.

The District provided its internal investigation files to us for review, and we also opened an
investigation. We determined a payroll misappropriation, totaling $105,822, occurred at the
District between October 2016 and March 2019. Additionally, we identified a $53.36 purchase of
a personal item on the District’s credit card and $682.08 in other questionable disbursements made
in March 2019.

The District has filed a report with the Grays Harbor County Sheriff’s Office, which is
investigating this case. We will refer this report to the Grays Harbor County Prosecuting
Attorney’s Office.

Background and Investigation Results

The District has an annual budget of about $2 million, with about $436,000 in payroll expenses.
An elected, three-member Board of Commissioners governs the District. The Board appoints a
Fire Chief to oversee its daily operations, which includes handling payroll reporting and
leave-balance tracking. The District also employs an Assistant Fire Chief, Administrative
Assistant, seven firefighters/paramedics, four part-time firefighters, and three per-diem
fire-medics. It also is served by about 40 volunteer firefighters.

In March 2019, the District began an internal investigation into reimbursements paid to the Fire
Chief after a District Commissioner reviewed a reimbursement paid to the Fire Chief that did not
appear to be an allowable business expense. The District also discovered in its review of payroll
disbursements that the Fire Chief had cashed out a large number of vacation hours on multiple
occasions and that he was paid overtime when he was not eligible. The District notified its Attorney
and placed the Fire Chief on administrative leave on April 17, 2019. The District ended the Fire
Chief’s employment about a month later.

The Fire Chief was responsible for preparing and submitting the District’s payroll to the County
for processing. This included his own hours, leave, and other types of compensation, which no one
independently reviewed.
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We reviewed payroll disbursements between January 2015 and May 2019 and found inaccurate
calculations in the Fire Chief’s vacation balance. We re-calculated the balance, then compared
what the Chief had been paid with what he should have been paid. We found:

e From October 2016 to February 2019, the Fire Chief cashed out 1,719 vacation hours he
hadn’t earned, totaling $92,267.

e In December 2016, the Chief used 56 hours of vacation leave when his leave balance was
negative, totaling $2,869.

e In November 2018 and March 2019, the Fire Chief received overtime pay he wasn’t
eligible for, totaling $10,686.

To determine if any additional misappropriation occurred, we considered systems to which the
Fire Chief had access, including vendor disbursements, credit cards, fuel, and employee travel
reimbursements. We found the Fire Chief used the District’s credit card for a $53.36 personal
purchase in April 2018. In addition, we considered to be questionable one travel reimbursement
paid to the Fire Chief in March 2019, totaling $682.08. The reimbursement was for use of his
personal vehicle during a period when the District truck assigned to him was in the shop for repairs.
The mileage claimed by the Chief appeared to the District to be excessive.

On October 12, 2020, we interviewed the former Fire Chief with his attorney present. He said he
had cashed out more vacation than was available to him. He also said that not only did he receive
overtime pay he was not eligible for, he had not worked extra hours at all. He said he knew he had
made mistakes and he wanted to make things right by returning money he did not earn.

Control Weaknesses

Internal controls at the District were not adequate to safeguard public resources. We found the
following weaknesses allowed the misappropriation to occur:

e The Fire Chief handled the entire payroll reporting process, which included recording his
own payroll information and submitting payroll to the County without any secondary
review of the details.

e The Fire Chief was the only person responsible for monitoring and tracking leave balances
and usage, including his own.

e The Fire Chief was allowed to approve and submit for payment his own vacation cashouts
without Board approval.

Recommendations

We recommend the District improve monitoring over District payroll disbursements to include
reviewing detailed employee disbursement listings monthly to confirm amounts and types of
compensation paid to employees are appropriate and valid.
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We also recommend the District seek recovery of the misappropriated $105,822, the $53.36
personal purchase, questionable expenses of $682, as appropriate, and related investigation costs
of $19,210 from the former Fire Chief and/or its insurance bonding company. Any compromise or
settlement of this claim by the District must be approved in writing by the Attorney General and
State Auditor, as directed by state law (RCW 43.09.260). Assistant Attorney General Matt Kernutt
is the contact person for the Attorney General’s Office and can be reached at (360) 586-0740 or
mattkl@atg.wa.gov. The contact for the Office of the Washington State Auditor is Brandi
Pritchard, Assistant Director of Local Audit and Special Investigations, who can be reached at
(360) 489-4591 or Brandi.Pritchard@sao.wa.gov.

District’s Response

On behalf of Grays Harbor Fire District 5 Commissioners, staff and community. We would like
to thank you and the staff at the Office of Washington State Auditor, for taking on the task of
investigating our concerns of misappropriation of public funds.

After reviewing the Washington State Auditors report of investigation for the period of January
2015 through May 31, 2019. We would like to inform the Office of Washington State Auditor that
immediately upon the former Fire Chief from services in 2019, the District Commissioners and
our team began implementing new procedures to establish control measures that would prevent
employees having the ability to misappropriate funds.

The first change in our procedure began in April 2019 when we added additional hours to a
part-time Secretary and trained her in the payroll process. From May 2019 to April 2020 both
the Fire Chief and Secretary would process payroll together checking each other's work for
accuracy.

In May 2019, all commissioners received an electronic file and hard copy of the following items
in their commissioner packets. Payroll spreadsheet showing total wages paid out to each
employee for regular, overtime and holiday pay. Monthly vacation/sick time accrual and usage
for each employee and total payroll expense for the month.

October 2019 through April 2020 the District purchased and implements Bias Software to
establish in house control and accuracy of our accounts payable and payroll program.

In March 2020, the District Secretary was moved to full-time status and provided additional
training in payroll and accounts payable process. Now the Fire Chief approves time cards and
forwards them to our secretary who enters it into our BIAS payroll system. Once payroll is
entered it is submitted back to the Fire Chief for final review and approval. Commissioners
continue to receive copies of payroll/expenditure reports each month prior to their meeting.

In addition, the Districts reimbursement process was changed immediately in March of 2019.
The Fire Chief may approve employee reimbursements and not his/her own. If the Fire Chief has
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requested reimbursement, then it shall be submitted to the board at the following commissioner
meeting for approval.

We now have an average of five District members who review the monthly payroll, accounts
payable and budgetary expenses each month. We are confident that we have implemented the
necessary software and procedural changes to reduce and control the risks identified by the Office
of Washington State Auditor as noted in the control weakness section.

Auditor’s Remarks

We thank District officials and personnel for their assistance and cooperation during the
investigation. We will follow up on the District’s internal controls during our next regular audit.
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the state’s Constitution and is part of the executive
branch of state government. The State Auditor is elected by the citizens of Washington and serves
four-year terms.

We work with our audit clients and citizens to achieve our vision of government that works for
citizens, by helping governments work better, cost less, deliver higher value, and earn greater
public trust.

In fulfilling our mission to hold state and local governments accountable for the use of public
resources, we also hold ourselves accountable by continually improving our audit quality and
operational efficiency and developing highly engaged and committed employees.

As an elected agency, the State Auditor’s Office has the independence necessary to objectively
perform audits and investigations. Our audits are designed to comply with professional standards
as well as to satisfy the requirements of federal, state, and local laws.

Our audits look at financial information and compliance with state, federal and local laws on the
part of all local governments, including schools, and all state agencies, including institutions of
higher education. In addition, we conduct performance audits of state agencies and local
governments as well as fraud, state whistleblower and citizen hotline investigations.

The results of our work are widely distributed through a variety of reports, which are available on
our website and through our free, electronic subscription service.

We take our role as partners in accountability seriously, and provide training and technical
assistance to governments, and have an extensive quality assurance program.

Contact information for the State Auditor’s Office

Public Records requests | PublicRecords@sao.wa.gov

Main telephone | (564) 999-0950

Toll-free Citizen Hotline | (866) 902-3900

Website | www.Sa0.wa.qov
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